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CENTERSFOR MEDICARE & MEDICAID SERVICES
SPECIAL TERMSAND CONDITIONS

NUMBER: 11-W-00194/1

TITLE: Global Commitment to Health Section 1115 Demonstr ation
AWARDEE: Vermont Agency for Human Services

|. PREFACE

The following are the Special Terms and Conditions (STCs) for Vermont Global Commitment to
Health Section 1115(a) Medicaid demonstration (hereinafter “Demonstration”). The partiesto
this agreement are the Agency for Human Services (State) and the Centers for Medicare &
Medicaid Services (CMS). These STCs set forth below and the lists of waivers and expenditure
authorities are incorporated in their entirety into the letter approving the Demonstration. The
STCsset forth in detail the nature, character, and extent of Federal involvement in the
Demonstration and the State' s obligations to CM S during the life of the Demonstration. This
Demonstration is approved for the five-year period, from October 1, 2005 through September 30,
2010.

The STCs have been arranged into the following subject areas: General Program Requirements,
Genera Reporting Requirements; Eligibility and Enrollment; Benefits and Coverage; Cost
Sharing; Delivery Systems, Evaluation; General Financial Requirements under Title XIX; and
Monitoring Budget Neutrality.

II. GENERAL PROGRAM REQUIREMENTS

1. Compliancewith Federal Non-Discrimination Statutes. The State agrees that it shall
comply with all applicable Federal statutes relating to non-discrimination. These include,
but are not limited to, the Americans with Disabilities Act of 1990, Title VI of the Civil
Rights Act of 1964, section 504 of the Rehabilitation Act of 1973, and the Age
Discrimination Act of 1975.

2. Compliancewith Medicaid L aw, Regulation, and Policy. All requirements of the
Medicaid program expressed in law, regulation, and policy statement, not expressly
waived or identified as not applicable in the award letter of which these terms and
conditions are part, shall apply to the Demonstration.

3. Changesin Law. The State shall, within the time frame specified in law, come into
compliance with any changes in Federal law affecting the Medicaid program that occur
after the approval date of this Demonstration.

4. Impact on Demonstration of Changesin Federal Law, Regulation and Policy
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Statements. To the extent that a change in Federal law impacts State Medicaid spending
on program components included in the Demonstration, CM S shall incorporate such
changes into amodified budget neutrality expenditure cap for the demonstration. The
modified budget neutrality expenditure cap would be effective upon implementation of
the change in the Federal law. The growth rates for the budget neutrality baseline are not
subject to this STC. If mandated changes in the Federal law require State legislation, the
changes shall take effect on the day such State legis ation becomes effective, or on the
last day such legislation was required to be in effect under the law.

5. State Plan Amendments. The State shall not be required to submit Title X1X State plan
amendments for changes to any populations covered solely through the Demonstration.
If a population covered through the State plan is affected by a change to the
Demonstration, a conforming amendment to the State plan may be required.
Reimbursement of providers by the MCO will not be limited to those described in the
State Plan.

6. Changes Subject to the Demonstration Amendment Process. The state shall not
implement changesto its program that require an amendment without prior approval by
CMS as discussed below. Amendments to the Demonstration are not retroactive and FFP
may not be available for changes to the Demonstration that have not been approved
through the amendment process set forth in paragraph seven, below.

The State has the authority to modify the demonstration program design elementsin
accordance with the parameters specified below.

Mandatory State Plan Eligibles. Eligibility criteriaand cost sharing requirements for
federally mandated Medicaid eligibility groups must be in compliance with federal
statutes and regulations. Reductions in benefits for federally mandated popul ations
(including optional services) must be submitted as an amendment to the demonstration by
the process outlined below in item seven. Subject to remaining in compliance with the
demonstrations terms and conditions, the State shall submit an amendment to the
demonstration to expand covered benefits to include health services not currently covered
under the State plan.

Benefits

The State has the authority to change the benefit package for the non-mandatory eligible
population so long as the changes result in no more than afive percent cumulative
increase or decrease each year of the total Medicaid expenditures for the corresponding
waiver year and comparison year. The following chart indicates the corresponding years:

Waiver Year (WY) Comparison Year Expenditures
WY 1 2004 Base Y ear Medicaid Expenditure
WY 2 2005 Tota Global Expenditures
WY 3 2006 Total Globa Expenditures
WY 4 2007 Total Global Expenditures
WY 5 2008 Tota Globa Expenditures
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The State must offer benefit packages that meet or exceed “ Secretary approved coverage’
as defined under the HIFA guidelines.

The State shall notify CM S 60 days prior to any such change in the benefit package.
After receipt of the written notification CM S officials will notify the State if the request
needs to be submitted as a formal amendment to the demonstration. To clarify, the formal
amendment processis outlined in item seven below. Upon review, CM S has the right to
withhold or disallow federal financial participation (FFP).

If changes to the benefit package for the non-mandatory eligible popul ation would result
in more than afive percent increase or decrease of the corresponding year benefit
expenditures or would not be equivalent to the “ Secretary approved coverage” as defined
under the HIFA guidelines then the State will submit an amendment to the demonstration
as described by the process outlined in item seven below.

Amendment Process. Amendment requests must be submitted to CM S for approval no
later than 90 days prior to the date of implementation and may not be implemented until
approved. Utilizing the standard review process CM S will consult with the federal
review team. Amendment requests shall include but not be limited to the following:

a) An explanation of the public process used by the State to reach a decision regarding
the requested amendment;

b) A current assessment of the impact the requested amendment shall have on budget
neutrality;

C) A detailed description of the amendment, with sufficient supporting documentation;
and

d) A description of how the evaluation design shall be modified to incorporate this
amendment request.

Global Commitment to Health Flexibility: Vermont’s expectation is that changes to the
demonstration will occur at the same time of year each year, based on the outcomes of
the legidative session. At the end of the legidlative session the state shall submit
amendments pursuant to item six governed by the process outlined in item seven of this
section. Any approved changes shall be reflected in the annual rate setting process for the
upcoming year.

Extension of the Demonstration. If the State intends to extend the Demonstration
beyond the period of approval granted under section 1115(a), the requirements in section
1115(e) shall apply. During the six-month period ending one year before the date the
Demonstration would otherwise expire, the Chief Executive Officer of the State that is
operating the Demonstration may submit to the Secretary of the Department of Health
and Human Services (DHHS) awritten request to extend the Demonstration for up to
three years. If the Secretary fails to respond to the request within six months after the date
it is submitted, the request is deemed to have been granted. The extension of a
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Demonstration shall be on the same terms and conditions that applied to the
Demonstration before it was extended. If an original condition of approval of a
Demonstration was that it be budget neutral, the Secretary shall take such steps as may be
necessary to ensure that in the extension of the Demonstration, such condition continues.

Demonstration Phase-Out. The State may suspend or terminate this Demonstration in
whole or in part at any time prior to the date of expiration. The State must promptly
notify CMS in writing of the reason(s) for the suspension or termination, together with
the effective date. In the event the State el ects to phase-out the Demonstration, the State
shall submit a phase-out plan to CM S at least six months prior to initiating phase-out
activities. The State may also submit an extension plan on atimely basis to prevent
disenrollment of Demonstration enrollees. Nothing herein shall be construed as
preventing the State from submitting a phase-out plan with an implementation deadline
shorter than six months when such action is necessitated by emergent circumstances. The
phase-out plan and extension plan are subject to CM S approval. If the project is
terminated or any relevant waivers suspended by the State, FFP shall be available for
only normal closeout costs associated with terminating the demonstration including
services and administrative costs of disenrolling participants.

Enrollment Limitation. During the last six months of the Demonstration, the
enrollment of individuals who would not be eligible for Medicaid under the current State
plan shall not be permitted unless the waiver is extended by CMS.

CMSRight to Terminate or Suspend. CMS may suspend or terminate the
Demonstration in whole or in part at any time before the date of expiration, whenever it
determines, following a hearing at which it has been determined that the State has
materially failed to comply with the terms of the project. CM S shall promptly notify the
State in writing of the determination and the reasons for the suspension or termination,
together with the effective date.

Finding of Non-Compliance. The State waives none of its rights to challenge CMS®
finding that the State materially failed to comply.

Withdrawal of Waiver Authority. CMS reserves the right to withdraw waivers or
expenditure authorities at any time it determines that continuing the waivers or
expenditure authorities would no longer be in the public interest. If awaiver or
expenditure authority is withdrawn, FFP shall be available for only normal closeout costs
associated with terminating the demonstration including services and administrative costs
of disenrolling participants.

15.Adequacy of Infrastructure. The State shall ensure the availability of adequate

16.

resources for implementation and monitoring of the Demonstration, including education,
outreach, and enrollment; maintaining eligibility systems; compliance with cost sharing;
and reporting on financial and other Demonstration components.

Public Notice and Consultation with Interested Parties. The State shall continue to
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comply with the State Notice Procedures set forth in 59 Fed. Reg. 49249 (1994) when
any program changes to the Demonstration are proposed by the State.

17. Quality Assurance Strategy Plan. The State must comply with the managed care
regulations published at 42 CFR 438.

1. GENERAL REPORTING REQUIREMENTS

18. General Financial Requirements. The State shall comply with all genera financial
requirements under Title XIX set forth in Section 1X, General Reporting Requirements
under Title XIX.

19. Reporting Requirements Relating to Budget Neutrality. The State shall comply with
all reporting requirements for monitoring budget neutrality set forth in Section X,
Monitoring Budget Neutrality for the Vermont Global Commitment to Health
Demonstration.

20. Reporting on Participants Receiving Community Rehabilitation and Treatment
(CRT) Services. The State agreesto develop systemsto track and report expenditures
for CRT Services to participants with severe and persistent mental illness. Expenditures
for CRT mental health services will be included under the budget neutrality agreement
for the Vermont Global Commitment to Health Section 1115 demonstration.

21. Encounter Data. OVHA shall maintain an information system that collects, analyzes,
integrates and reports data. The system must provide information on program elements
including, but not limited to, service utilization, grievances, appeals and disenrollments
for reasons other than loss of Medicaid digibility. The management information system
must collect data on member and provider characteristics, as specified by AHS, and on
services as set forth under Section 2.12.1 of the Intergovernmental Agreement. OVHA
must collect, retain and report encounter data in accordance with the Demonstration’s
Terms and Conditions. All collected data must be available to AHS and to CM S upon
request. The State shall have contractual provisionsin place to impose sanctions on the
MCO if accurate data are not submitted in atimely fashion.

22. Encounter Data Validation Study for New MCOsor PIHPs. If the State contracts
with new MCOs or PIHPs, the State shall conduct a validation study six months after the
effective date of the contract to determine completeness and accuracy of encounter data.
Theinitial study shall include validation through a sample of medical records of
Demonstration enrollees.

23. Submission of Encounter Data. The State shall submit encounter datato the MSIS
system asis consistent with Federal law and Section IX of this document. The State must
assure that encounter data maintained at the MCO and provider level can be linked with
digibility files maintained at the State.

24. Monthly Calls. CMS shall schedule monthly conference calls with the State. The
purpose of these callsisto discuss any significant actual or anticipated developments
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affecting the Demonstration. Areas to be addressed include, but are not limited to, MCO
operations (such as contract amendments and rate certifications), health care delivery,
enrollment, quality of care, access, the benefit package, audits, lawsuits, financia
reporting and budget neutrality issues, health plan financial performance that is relevant
to the Demonstration, progress on evaluations, State |egidlative developments, and any
Demonstration amendments, concept papers or State plan amendments the State is
considering submitting. CMS shall update the State on any amendments or concept
papers under review as well asfederal policies and issues that may affect any aspect of
the Demonstration. The State and CM S (both the Project Officer and the Regional
Office) shall jointly develop the agendafor the calls.

Quarterly Reports. The State shall submit progress reports 60 days following the end of
each quarter. Theintent of these reportsisto present the State’ s analysis and the status of
the various operational areas. These quarterly reports shall include:

a) A discussion of events occurring during the quarter or anticipated to occur in the near
future that affect health care delivery, enrollment, quality of care, access, health plan
financial performance that is relevant to the Demonstration, the benefit package, and
other operational issues.

b) Action plansfor addressing any policy and administrative issues identified.

c) A separate discussion of the State efforts related to the collection and verification of
encounter data.

d) The quarterly reports will include enrollment data, member month data, budget
neutrality monitoring tables in the attached format, etc.

e) The state shall report Demonstration program enrollment on a quarterly basis. The
format of the report shall be specified by CMS. Average monthly enrollment will be
reported for each of the following dligibility groups:

a. Mandatory State Plan Adults

b. Mandatory State Plan Children

c. Optiona State Plan Adults

d. Optiona State Plan Children

e. VHAP Expansion Adults

f. Pharmacy Program Beneficiaries (non-Duals)

g. Other Waiver Expansion Adults
f) A discussion of the State's progress toward the demonstration goals.
g) A discussion of the State’ s evaluation activities.

Annual Report. The State shall submit adraft annua report documenting
accomplishments, project status, quantitative and case study findings, utilization data, and
policy and administrative difficulties in the operation of the Demonstration. The annual
report shall also include a section that identifies how capitated revenue is spent. The
State shall submit the draft annual report no later than 120 days after the end of each
operational year. Within 30 days of receipt of comments from CMS, afinal annual report
shall be submitted.
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IV.ELIGIBILITY, ENROLLMENT, AND BENEFITS

27. Maintenance of Effort. The State agrees that the eligibility criteriafor mandatory
eigibleindividuals fully served under the demonstration shall not change from the base
year of the demonstration.

Demonstration Populations. Except for the exclusion of participants covered under the
Vermont Long Term Care (LTC) Section 1115 demonstration not receiving Community
Residentia Treatment (CRT) Services, the following populations listed in the tables below shall
be covered under the Global Commitment to Health Demonstration. Only, those Vermont LTC
beneficiaries receiving CRT services shall overlap with the Global Commitment to Health
demonstration beneficiaries. Changes to the following, outside the parameters as outlined in
paragraph six, are pursuant to the amendment process as discussed in item six and seven under
Section |1, General Program Requirements.

Vermont Mandatory Populations and Services
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28. Optional and Expansion Eligibility Groups Expenditure and Enrollment Cap

The State is not obligated under this demonstration to extend eligibility to population
groups listed above as optional or expansion populations, but may do so. The State must
seek approval to modify program eligibility viathe waiver amendment process as
described in number six and seven of Section Il General Program Requirements.
Regardless of any extension of eligibility, the State will be limited to federal funding
reflected in the budget neutrality requirements set forth in these STCs.

If program eligibility is expanded or reduced, the State must give priority to extension or
continuation of eigibility for optional populations prior to extension or continuation of
eligibility for expansion groups. In the event of any reduction in eligibility for expansion
and optional populations, the State may continue eligibility for all individuals already
enrolled in the program. If the State establishes a waiting list for eligibility or services,
priority will be given to State plan popul ations over optional populations and last priority
will be given to expansion populations.

29. Enrollment Process. The State agrees to notify demonstration participants regarding
eligibility changesto be implemented under the Global Commitment to Health
demonstration, including, but not limited to their enrollment into a Section 1115 research
and demonstration program. The notification to participants must meet the provisions of
42 CFR 431.210. Participants will be notified no later than 30-days prior to their
transition to the Global Commitment to Health demonstration.

V1. COST SHARING

30. The State agrees to maintain the State Plan co-payments and premium provisions for the
mandatory population.

Approved premiums and co-payments will be included in the annual report. Listed below
are the approved premium and co-payment requirements by population for demonstration

year 1.
Population Premiums Deductibles | Co-Payments
Children
Dr. Dynasaur 100-185% $30/month
FPL*

Dr. Dynasaur 186-225% FPL $30/month
Underinsured 226-300% FPL $40/month

Population Premiums Deductibles | Co-Payments

' This does not include Mandatory Medicaid eligibles
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Adults $25-ER
VHAP 50-75% FPL $11/month
VHAP 76-100% FPL $39/month
VHAP 101-150% FPL $50/month
VHAP 150-185% FPL $75/month

The State aggress that the annual aggregate cost-sharing limits for optional and expansion
populations may not exceed five percent of the annual household income.

VI.DELIVERY SYSTEMS

31

32.

33.

35.

Health Plans. The Vermont Agency of Human Services will contract with the Office of
Vermont Health Access (OVHA) as apublic MCO, on a capitated basis, for the delivery
of all Medicaid-eligible services. The OVHA must be authorized by state statute and
must adhere to 42 CFR 438.

Limitation of Freedom of Choice. Freedom of choice shall be limited for the Managed
Care entity. However, populations enrolled in the Global Commitment to Health shall
have freedom of choice when selecting participating Medicaid MCO providers.

Contracts. The Agency for Human Services will be responsible for oversight of the
public MCO, ensuring its compliance with state and federal statutes, regulations, special
terms and conditions, waiver and cost not otherwise matchable authority.

To further clarify the MCO requirements published at 42 CFR 438 the actuary shall not
be employed by the state for purposes of certifying actuarially sound rates.

Procurement and the subsequent final contracts developed to implement selective
contracting by the State with any provider group shall be subject to CMS Regional Office
approval prior to implementation.

In the future, should OVHA contract with a behavioral health organization (BHO) to
cover individuals previously served at the Vermont State Hospital (V SH) then the
aggregate cap at the time of the BHO implementation would need to be adjusted to reflect
the current alternative costs to VSH under the aggregate cap.

Contracting with Federally Qualified Health Centers (FQHCs). The State shall
maintain its existing agreements with FQHCs and Rural Health Centers (RHCs).

Data Sharing. The MCO as a state agency may share enrollee data with other state
agenciesif the use or release of such dataisfor a purpose directly connected with
administration of the plan as defined in Federal regulations at 42 CFR 431.302. The
MCO is authorized to use or release de-identified data, as defined in Federal privacy
regulations, to enable participation in statewide program studies. As a purpose directly
connected with plan administration, the MCO is permitted to rel ease enrollee specific
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information to providers to enable the provider to seek payment for services rendered
under the plan. Any other release of enrollee specific information for a purpose not
directly connected with plan administration is prohibited. Whenever, release of enrollee
information for a purpose directly connected with plan administration is sought by an
outside source consent of the enrollee is required except in an emergency. Release under
these conditionsis defined in 42 CFR 431.306(d).

VIlI. EVALUATION

36.

37.

38.

Submission of Draft Evaluation Design. The State shall submit to CMS for approval
within 120 days from the award of the Demonstration a draft evaluation design. At a
minimum, the draft design shall include a discussion of the goals, objectives and specific
hypotheses that are being tested, including those that focus specifically on the target
population for the Demonstration. The draft design shall discuss the outcome measures
that shall be used in evaluating the impact of the demonstration during the period of
approval, particularly among the target population. It shall discuss the data sources and
sampling methodology for ng these outcomes. The draft evaluation design must
include adetailed analysis plan that describes how the effects of the Demonstration shall
be isolated from other initiatives occurring in the State. The draft design shall identify
whether the State shall conduct the evaluation, or select an outside contractor for the
evaluation.

Final Evaluation Design and Implementation. CMS shall provide comments on the
draft design within 60 days of receipt, and the State shall submit afinal design within 60
days of receipt of CM'S comments. The State shall implement the eval uation design, and
submit to CM S a draft of the evaluation report 120 days after the expiration of the current
demonstration period (September 30, 2010). CM S shall provide comments within 60
days of receipt of the report. The State shall submit the final evaluation report for this
demonstration period by May 31, 2011.

Cooperation with Federal Evaluators. Should CM S undertake an evaluation of the
Demonstration, the State must fully cooperate with Federal evaluators and their
contractors’ efforts to conduct an independent federally funded eval uation of the
Demonstration.

VIII. ASSURANCES

39.

Acceptance of the Special Terms and Conditions of Approval constitutes the State's
assurance of the following:

Capitated Revenue Expenditures. Provided that OVHA'’s contractual obligation to the
populations covered under the demonstration is met, any revenue from capitation
payments related to the beneficiaries covered under this demonstration may be used for
the following purposes:

Reduce the rate of uninsured and, or, underinsured in Vermont;
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Increase the access of quality health care to uninsured, underinsured and
Medicaid beneficiaries,

Provide public health approaches to improve the health outcomes and the
quality of life for the uninsured, underinsured Medicaid-eligibleindividuals
in Vermont; and

Encourage the formation and maintenance of public-private partnershipsin
health care.

Asdescribed in Section I11 Genera Reporting Requirements, the State shall include in the
Annual report a section on how capitated revenue was spent.

Changes Resulting from I mplementation of the M edicare Moder nization Act
(MMA). CMS has used trend rates from the President’ s Budget 2006 that fully account
for Part D adjustment for budget neutrality. Federal funds are not available as of January
1, 2006 for drugs covered by the Medicare Prescription Drug Program for any Part D
eligibleindividua or for any cost sharing for such drugs.

IX GENERAL FINANCIAL REQUIREMENTSUNDER TITLE XIX

41.

42.

The State shall provide quarterly expenditure reports using the form CM S-64 to report
total expenditures for services provided under the Medicaid program, including those
provided through the Demonstration under Section 1115 authority. This project is
approved for expenditures applicable to services rendered during the Demonstration
period. CMS shall provide Federa Financial Participation (FFP) for allowable
Demonstration expenditures only as long as they do not exceed the pre-defined limits on
the costs incurred as specified in Section X (Monitoring Budget Neutrality for the
Demonstration).

The following describes the reporting of expenditures subject to the budget neutrality
cap:

a) Inorder to track expenditures under this Demonstration, Vermont shall report
Demonstration expenditures through the Medicaid and State Children®Health
Insurance Program Budget and Expenditure System (MBES/CBES), following
routine CM S-64 reporting instructions outlined in Section 2500 of the State Medicaid
Manual. All expenditures subject to the budget neutrality cap shall be reported on
separate Forms CM S-64.9 Waiver and/or 64.9P Waiver, identified by the
demonstration project number assigned by CM S (including the project number
extension, which indicates the demonstration year in which service or capitation
payments were made). Corrections for any incorrectly reported demonstration
expenditures for previous demonstration years must be input within three months of
the beginning of the Demonstration. For monitoring purposes, cost settlements must
be recorded on Line 10.b, inlieu of Lines9 or 10.C. For any other cost settlements
(i.e., those not attributabl e to this Demonstration), the adjustments should be reported
on lines9 or 10.C, asinstructed in the State Medicaid Manual. The term,
"expenditures subject to the budget neutrality cap,” is defined below in item 42.c.
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b)

d)

f)

For each demonstration year at least seven separate Form CM S-64.9 WAIVER and/or
64.9P WAIVER reports must be submitted reporting expenditures subject to the
budget neutrality cap. All expenditures subject to the budget neutrality ceiling for
demonstration eligibles must be reported. The sum of the expenditures, for al
demonstration years reported during the quarter, will represent the expenditures
subject to the budget neutrality cap (as defined in 42.c.). The Vermont Global
Medicaid eligibility groups (MEGS), for reporting purposes, include the following
names and definitions:

ABD - report expenditures for individuals eligible as aged, blind or disabled

under the state plan;

ANFC — report the expenditures for all non-ABD children and adults in state

plan mandatory and optional categories,

Optional Expansions — report all expenditures for individuals eligible as

children or adults through optiona expansions under VT Global

VT Global Expansion - report all expenditures for individuals eligible as non-

categorical health care expansions through VT Global (previously VHAP

Expansion);

Administrative expenditures;

VT Global Rx - report al expenditures for individuas eligible as pharmacy-

only expansions through VT Global (previously VHAP Rx); and

CRT Group - report expenditures for individuals receiving CRT services this

includes CRT expenditures for participants with severe, persistent mental

illness covered under the Long-Term Care Plan 1115 demonstration.

For purposes of this section, the term “ expenditures subject to the budget neutrality
cap’ shall include all Medicaid expenditures on behalf of the individuals who are
enrolled in this Demonstration (as described in item 42.b.of this section) and who are
receiving the services subject to the budget neutrality cap. All expendituresthat are
subject to the budget neutrality cap are considered Demonstration expenditures and
shall be reported on Forms CM S-64.9 Waiver and/or 64.9P Waiver.

Premiums and other applicable cost sharing contributions from enrollees that are
collected by the State from enrollees under the Demonstration shall be reported to
CMS on Form CMS-64.9 Waiver, Line 18.E. in order to assure that the
Demonstration is properly credited with premium collections.

Administrative costs shall be included in the budget neutrality limit. Vermont will
not be at risk for expenditures related to systems enhancements including any new
procurements related to claims processing, program management and eligibility. All
administrative costs shall be identified on the Forms CM S-64.10 Waiver and/or
64.10P Waiver.

All claims for expenditures subject to the budget neutrality cap (including any cost
settlements) must be made within two years after the calendar quarter in which the
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State made the expenditures. Furthermore, all claims for services during the
Demonstration period (including any cost settlements) must be made within two years
after the conclusion or termination of the Demonstration. During the latter two-year
period, the State must continue to identify separately net expenditures related to dates
of service during the operation of the section 1115 Demonstration on the CMS-64
waiver formsin order to properly account for these expenditures in determining
budget neutrality.

43. Thefollowing describes the reporting of member months subject to the budget neutrality
cap:

a) Theterm "eligible member/months" refers to the number of months in which persons
are eligible to receive services. For example, aperson who is eligible for three
months contributes three eligible member/months to the total. Two individuals who
are eligible for two months each contribute two eligible member months to the total,
for atotal of four eligible member/months.

b) Theterm “Demonstration eligibles’ refersto the following categories of enrollees:
ABD - report expenditures for individuals eligible as aged, blind or disabled
under the state plan;

ANFC — report the expenditures for all non-ABD children and adults in state
plan mandatory and optional categories,

Optional Expansions — report all expenditures for individuals eligible as
children or adults through optiona expansions under VT Global

VT Global Expansion - report all expenditures for individuals eligible as non-
categorical health care expansions through VT Global (previously VHAP
Expansion);

Administrative expenditures;

VT Global Rx - report all expenditures for individuals eligible as pharmacy-
only expansions through VT Global (previously VHAP Rx); and

CRT Group - report expenditures for individuals receiving CRT services
includes CRT expenditures for participants with severe, persistent menta
illness covered under the Long-Term Care Plan 1115 demonstration.

c) Theterm “Demonstration eligibles’ excludes unqualified aliens, including
unqualified aliens from the Compact of Free Association countries.

d) For the purpose of monitoring the budget neutrality expenditure cap described in
Section X, the State must provide to CMS on a quarterly basis the actual number of
eligible member/months for the demonstration eligibles as defined above. This
information should be provided to CM S in conjunction with the quarterly progress
report referred to in number 25 of Section 11, If aquarter overlaps the end of one
demonstration year (DY) and the beginning of another, member/months pertaining to
thefirst DY must be distinguished from those pertaining to the second.
(Demonstration years are defined as the years beginning on the first day of the
demonstration, or the anniversary of that day.)
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The standard Medicaid funding process shall be used during the Demonstration.

Vermont must estimate matchable Medicaid expenditures on the quarterly Form CMS-
37. In addition, the estimate of matchable Demonstration expenditures (total computable
and Federal share) subject to the budget neutrality cap must be separately reported by
quarter for each Federal fiscal year (FFY) on the Form CMS-37.12 for both the Medical
Assistance Program (MAP) and Administrative Costs (ADM). CMS shall make Federal
funds available based upon the State' s estimate, as approved by CMS. Within 30 days
after the end of each quarter, the State must submit the Form CM S-64 quarterly Medicaid
expenditure report, showing Medicaid expenditures made in the quarter just ended. CMS
shall reconcile expenditures reported on the Form CM S-64 with Federa funding
previously made available to the State, and include the reconciling adjustment in the
finalization of the grant award to the State.

Subject to CMS approval of the source(s) of the non-Federal share of funding, CMS shall
provide FFP at the applicable Federal matching rates for the following, subject to the
[imits described in Section X:

a) Administrative costs, including those associated with the administration of the
Demonstration;

b) Net expenditures and prior period adjustments of the Medicaid program that are paid
in accordance with the approved State plan;

c) Net medical assistance expenditures made with dates of service during the operation
of the Demonstration.

The State shall certify State/local monies used as matching funds for the Demonstration
and shall further certify that such funds shall not be used as matching funds for any other
Federal grant or contract, except as permitted by law. All sources of the non-federal
share of funding and distribution of monies involving Federal match are subject to CMS
approval. Upon review of the sources of the non-Federal share of funding and distribution
methodologies of funds under the Demonstration, all funding sources and distribution
methodol ogies deemed unacceptable by CM S shall be addressed within the time frames
set by CMS. Any amendments that impact the financial status of the program shall
require the State to provide information to CM S regarding all sources of the non-Federa
share of funding.

The State shall submit its M SIS data electronically to CMS in accordance with CMS
requirements and timeliness standards. The State shall ensure, within 120 days of the
approval of the Demonstration, that all prior reports are accurate and timely.

X MONITORING BUDGET NEUTRALITY FOR THE DEMONSTRATION

The following describes the method by which budget neutrality will be assured under the
demonstration. The demonstration will be subject to alimit on the amount of Federal Title XIX
funding that the State may receive on selected Medicaid expenditures during the demonstration
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period. The Special Terms and Conditions specify the aggregate financial cap on the amount of
Federal Title XIX funding that the State may receive on expenditures subject to the budget
neutrality cap as defined in 43.c. of Section IX of this document. The budget neutrality cap will
be for the Federal share of the total computable cost of $4.7 billion for the 5-year demonstration.
The cap places the State at risk for enrollment and for Per Participant Per Month (PPPM) cost
trends.

48. Impermissible DSH, Taxes or Donations. The CM S reserves the right to adjust the budget
neutrality ceiling to be consistent with enforcement of impermissible provider payments,
health care related taxes, new Federal statutes, or policy interpretations implemented
through letters, memoranda or regulations. The CMS reserves the right to make
adjustments to the budget neutrality cap if any health care related tax that was in effect
during the base year, or provider related donation that occurred during the base year, is
determined by CM Sto bein violation of the provider donation and health care related tax
provisions of 1903(w) of the Socia Security Act. Adjustmentsto annual budget targets
will reflect the phase out of impermissible provider payments by law or regulation, where
applicable.

49. Vermont shall be subject to alimit on the amount of Federal title XI1X funding that the
State may receive on selected Medicaid expenditures during the period of approval of the
Demonstration. The limit is determined by using a per capita cost method, and budget
targets are set on a yearly basis with a cumulative budget limit for the length of the entire
Demonstration.

50. Vermont shall be at risk for the per capita cost (as determined by the method described
below) for Medicaid eigiblesin the seven Medicaid Eligibility Groups (MEGS) under
this budget neutrality agreement, and for the number of Medicaid eligibles in each of the
groups. By providing Federal Financial Participation for all eligiblesin the specified
MEGs, Vermont shall be at risk for changing economic conditions that impact enrollment
levels. By placing Vermont at risk for the per capita costs for Medicaid eligibles in each
of the MEGs under this agreement, CM S assures that Federal Demonstration
expenditures do not exceed the level of expenditures that would have occurred had there
been no Demonstration.

51. How theLimit will be Applied: Thelimit calculated above will apply to actud
expenditures for demonstration, as reported by the State under Section IX. If at the end
of the demonstration period the budget neutrality provision has been exceeded, the excess
Federal funds will bereturned to CMS. There will be no new limit placed on the FFP
that the State can claim for expenditures for recipients and program categories not listed.
If the demonstration is terminated prior to the 5-year period, the budget neutrality test
will be based on the time period through the termination date.

52. Expenditure Review: The CMS shall enforce budget neutrality over the life of the
demonstration, rather than on an annual basis. However, no later than 6 months after the
end of each demonstration year, CMS will calculate an annual expenditure target for the
completed year. Thisamount will be compared with the actual FFP claimed by the State
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Fi nal

Sept enber

under budget neutrality. Using the schedule below as a guide, if the State exceeds the

13, 2005

cumulative target, they must submit a corrective action plan to CM S for approval. The
State will subsequently implement the approved corrective action plan.

Year Cumulative Target | Cumulative Target Percentage
(Total Computable Definition
Cost)

Year 1 $1,015,000,000 | Year 1 budget 8 percent
estimate plus

Year 2 $1,936,000,000 | Years1 and 2 3 percent
combined budget
estimate plus

Year 3 $2,848,000,000 | Years 1 through 3 1 percent
combined budget
estimate plus

Year 4 $3,779,000,000 | Years1through 4 0.5 percent
combined budget
estimate plus

Year 5 $4,700,000,000 | Years 1 through 5 0 percent
combined budget
estimate plus
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Addendum

CHANGESTO GLOBAL COMMITMENT TOHEALTH 1115 WAIVER
SEPTEMBER 13, 2005 FINAL TERMSAND CONDITIONS
(as of September 15, 2005)

After reviewing the Terms and Conditions, Vermont and CM S have agreed to the following
changes:

29. Enrollment Process. The State agrees to notify demonstration participants regarding
eigibility changes to be implemented under the Global Commitment to Health
demonstration, including, but not limited to their enrollment into a Section 1115 research
and demonstration program. The notification to participants must meet the provisions of
42 CFR 431.210. Participants will be notified no later than 30-days prior to their
transition to the Global Commitment to Health demonstration.

This section hasbeen revised toread: The State agreesto notify demonstration
participants newly entering a Section 1115 research and demonstration program within
30 days of their enrollment into the Global Commitment to Health demonstration.

30. The State agreesto maintain the State Plan co-payments and premium provisions for
the mandatory population.

Approved premiums and co-payments will be included in the annual report. Listed below
are the approved premium and co-payment requirements by population for demonstration
year 1.

Population Premiums Deductibles | Co-Payments
Children
Dr. Dynasaur 100-185% FPL? $30/month
Dr. Dynasaur 186-225% FPL $30/month
Underinsured 226-300% FPL $40/month

Adults $25-ER
VHAP 50-75% FPL $11/month
VHAP 76-100% FPL $39/month
VHAP 101-150% FPL $50/month
VHAP 150-185% FPL $75/month

The Sate aggress that the annual aggregate cost-sharing limits for optional and expansion
popul ations may not exceed five percent of the annual household income.

The $30/month premium in the chart wasan error and has been deleted.

The $25 — ER Co-payment has been moved down onelineto reflect that thisonly
appliesto adultsenrolled in VHPA programs.

Thelast sentence has been changed toread: “The State agreesthat cost sharing
for optional and expansion children digible for Medicaid should not exceed five
percent of the family's grossincome. “ Thisalso will apply to eligible pregnant
women.

? This does not include Mandatory Medicaid eligibles
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45. Subject to CMSapproval of the source(s) of the non-Federal share of funding, CMS
shall provide FFP at the applicable Federal matching rates for the following, subject to
the limits described in Section X:

... €) Net medical assistance expenditures made with dates of service during the operation
of the Demonstration.

The phrase" dates of service" isbeing changed to " dates of payment™” to be consistent
with theremainder of the STCs.

The following additional typographical errors are being corrected:
page 1 AWARDEE line: Vermont Agency of Human Services (replace” for" with " of")
page 1 line 3: Vermont Agency of Human Services (replace " for" with " of")

page 7 line Demonstration Populations. Line 4: delete the comma after " Only"
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